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SUBJECT: RESIGNATION OF MINISTER OF ECONOMY AND FINANCE 

1. IN SURPRISE MOVE EVENING JULY 17, GOP ANNOUNCED RESIGNA- 
TION OF MINISTER OF ECONOMY AND FINANCE GUILLERMO MARCO DEL 
PONT "FOR REASONS OF HEALTH" AND HIS REPLACEMENT BY GENERAL 
DE BRIGADA AMILCAR VARGAS GAVILANO. 

2. MINISTER VARGAS GAVILANO WAS BORN IN LIMA ON APRIL 5, 1920. HE 
ENTERED THE MILITARY ACADEMY FROM THE RANKS AND GRADUATED 
ON SEPTEMBER 1, 1942 AND FOR SEVERAL YEARS SERVED AS ARTIL- 
LERY OFFICER. FROM 1960, HE SERVED IN VARIOUS ECONOMIC/ 
FINANCIAL STAFF POSITIONS, AND EARLY 1968 WAS APPOINTED 

TO FINANCE MINISTRY WHERE HE SERVED AS ASSISTANT TO GENERAL 
MORALES BERMUDEZ DURING LATTER'S BRIEF TENURE IN BELAUNDE 
CABINET. FOLLOWING REVOLUTION OF OCTOBER 3, 1968, VARGAS 
GAVILANO REJOINED MINISTRY AS DIRECTOR OF THE NATIONAL 
BUDGET. AFTER PROMOTION TO GENERAL IN JANUARY 1972, HE 
WAS NAMED DIRECTOR OF ARMY PERSONNEL AND SIMULTANEOUSLY 
SERVED AS ADVISER ON BUDGET AFFAIRS AND MORE RECENTLY AS 
ADVISER ON FINANCIAL AFFAIRS IN THE MINISTRY OF ECONOMY AN 
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NATION AS MINISTER. HE HAS GOOD REPUTATION AS BEING KNOWLEDGE- 
ABLE IN ECONOMIC AND FINANCIAL MATTERS AND HAS COOPERATED 
WELL IN PUBLIC ADMINISTRATION PROGRAMS CONDUCTED BY USAID. 

HE IS SCHEDULED FOR RETIREMENT ON FEBRUARY 1. 1977. 

3. COMMENT: WHILE IT IS TEMPTING TO SPECULATE THAT SUDDEN 
REMOVAL OF MARCO DEL PONT MAY BE RELATED TO DIFFERENCES WITH- 
IN CABINET, IN PARTICULAR DISAGREEMENT WITH MARCO DEL PON’S 
RECENT STEWARDSHIP OF ECONOMY. WE HAVE AS YET NO REASON TO 
DOUBT GOP STATEMENT THAT HEALTH WAS PRIMARY REASON FOR RE- 
SIGNATION. RUMORS ARE THAT HE IS SUFFERING FROM BRAIN TUMOR 
OR HEMORRHAGE. WHAT IS CERTAIN IS THAT NEW MINISTER IS CLOSE 
TO AND HAS CONFIDENCE OF MORALES BERMUDEZ, THEREBY STRENGHEN 
ING LATTER'S HAND IN INDIRECT MANAGEMENT OF PERU'S ECONOMY. 

IT IS ALSO TRUE THAT MARCO DEL PONT HAS NOT BEEN HIGHLY RE- 
GARDED AS STRONG MINISTER AND THAT MINISTRY HAS RECENTLY 
BEEN SUBJECT OF CRITICISM FOR POLICIES SUCH AS NEW, STRINGENT 
IMPORT RESTRICTIONS. IN COMMENTING TO AMBASSADOR EVENING OF 
JULY 17. MORALES BERMUDEZ SEEMED PLEASED WITH CHANGE AND SPOKE 
HIGHLY OF VARGAS GAVILANO, WHO HE SAID HAD PREVIOULSY WORKED 
FOR HIM IN MINISTRY FINANCE AND IN ARMY ASSIGNMENTS. 

5. WE DO NOT EXPECT NEW APPOINTMENT TO RESULT IN 
SIGNIFICANT SHIFTS IN PERU'S ECONOMIC POLICIES. AND 
IT SHOULD IF ANYTHING STRENGTHEN CONFIDENCE IN THIS 
AREA OF THE OOP’S MANAGEMENT OF ITS AFFAIRS. SOME OF 
MARCO DEL PONT'S TEAM MAY BE REPLACED, IN PARTICULAR 
DIRECTOR SUPERIOR (VICE MINISTER) LUIS GUIULFO, WHO IS 
NOT HIGHLY REGARDED IN BANKING CIRCLES. IN COMMENTING 
ON THIS POINT. MORALES BERMUDEZ OBSERVED ONLY THAT IT 
IS UP TO EACH MINISTER TO MAKE HIS OWN APPOINTMENTS. 

DEAN 
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